§536.403

or pending prior to such amendment,
modification, or revocation. All pen-
alties, forfeitures, and liabilities under
any such order, regulation, ruling, in-
struction, or license shall continue and
may be enforced as if such amendment,
modification, or revocation had not
been made.

§536.403 Termination and acquisition
of an interest in blocked property.

(a) Whenever a transaction licensed
or authorized by or pursuant to this
part results in the transfer of property
(including any property interest) away
from a specially designated narcotics
trafficker, such property shall no
longer be deemed to be property in
which a specially designated narcotics
trafficker has or has had an interest, or
which is held in the name of a specially
designated narcotics trafficker, unless
there exists in the property another in-
terest of a specially designated nar-
cotics trafficker, the transfer of which
has not been effected pursuant to li-
cense or other authorization.

(b) Unless otherwise specifically pro-
vided in a license or authorization
issued pursuant to this part, if prop-
erty (including any property interest)
is transferred or attempted to be trans-
ferred to a specially designated nar-
cotics trafficker, such property shall be
deemed to be property in which there
exists an interest of the specially des-
ignated narcotics trafficker.

§536.404 Setoffs prohibited.

A setoff against blocked property (in-
cluding a blocked account), whether by
a U.S. bank or other U.S. person, is a
prohibited transfer under §536.201 if ef-
fected after the effective date.

§536.405 Transactions incidental to a
licensed transaction.

Any transaction ordinarily incident
to a licensed transaction and necessary
to give effect thereto is also author-
ized, except a transaction by an unli-
censed, specially designated narcotics
trafficker or involving a debit to a
blocked account or a transfer of
blocked property not explicitly author-
ized within the terms of the license.
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§536.406 Provision of services.

(a) Except as provided in §536.205, the
prohibitions contained in §536.201 apply
to services performed by U.S. persons,
wherever located:

(1) On behalf of, or for the benefit of,
a specially designated narcotics traf-
ficker; or

(2) With respect to property interests
of a specially designated narcotics traf-
ficker.

(b) Example: U.S. persons may not,
except as authorized by the Office of
Foreign Assets Control by or pursuant
to this part, provide legal, accounting,
financial, brokering, freight  for-
warding, transportation, public rela-
tions, educational, or other services to
a specially designated narcotics traf-
ficker. See §536.506, with respect to cer-
tain authorized legal services.

§536.407 Offshore transactions.

The prohibitions contained in
§536.201 apply to transactions by U.S.
persons in locations outside the United
States with respect to property which
the U.S. person knows, or has reason to
know, is held in the name of a specially
designated narcotics trafficker, or in
which the U.S. person knows, or has
reason to know, a specially designated
narcotics trafficker has or has had an
interest since the effective date.

§536.408 Alleged change in ownership
or control of an entity designated
as a specially designated narcotics
trafficker.

(a) A change or alleged change in
ownership or control of an entity des-
ignated as a specially designated nar-
cotics trafficker shall not be the basis
for removal of that entity from the list
of specially designated narcotics traf-
fickers unless, upon investigation by
the Office of Foreign Assets Control
and submission of evidence by the enti-
ty, it is demonstrated to the satisfac-
tion of the Director of the Office of
Foreign Assets Control that the trans-
fer to a bona fide purchaser at arm’s
length is legitimate and that the enti-
ty no longer meets the criteria for des-
ignation under §536.312. Evidence sub-
mitted must conclusively demonstrate
that all ties with other specially des-
ignated narcotics traffickers have been
completely severed, and may include,
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